


REQUEST FOR COUNCIL ACTION | =giersdé

Date Action Requested: (December 1, 2025)

Order 0 Ordinance 0  Resolution J  Motion O  Information Proclamation [J

Subject: CM narrative for November 2025 events Staff: Will Worthey CM
Department: Administration
Work Session L1 Business Session Order On Agenda: CM report

Is this item state mandated? Yes [J No

If yes, please cite the state house bill or order that necessitated this action: NA

Recommendation: NA

Executive Summary: The summary of events conducted by city departments in November 2025.

Fiscal Impact: All were conventionally budgeted items.

Council Goals:

Goal 4: Create and maintain a high level of transparency with our residents in order to build trust.

O1: Expand communication outreach in regard to regular city events and additional involvement with city
businesses by the end of 2026.
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Newberg CM report

Monthly Events for November 2025
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Community Development

* AUTVFR land use temporary and main station reviews issued

 Seeing uptick in vacation rental applications since new rules in
place and compliance letters mailed

* West Branch Apts (across from Drive-In) all permits have been
approved. They intend to start construction in March

* Completed aninter-departmental review of the permit process for
street closures and encroachments. Code amendments to follow

* CollinaPhase 1is now recorded, and Phase 2 should be recorded
by time this gets to Council. Amenity building construction to start
off Villa once Ph 2 is recorded
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CE November Highlights

* Shared exciting news on childcare infrastructure growth thanks to
SDC removal

* Boosted participation in the ongoing Stormwater Survey

* Kicked off the Street Sweeper Naming Contest with the Library &
Public Works

* Shared resources to remind residents not to dump Fat, Oils, and
Grease down their pipes during the holidays. Protect our pipes!

* Shared emergency preparedness resources for vulnerable and
medically fragile populations for the winter



CE Campaigns




CE

Campaigns

1.

Cool it

Let grease sit after
cooking until it is
cool and safe to
handle.

Can it

Transfer grease
to a disposable
container like an
aluminum food




ODOT ADA Ramp
Night Work

C E Cam p al g ns ~ ~ November 16-20
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Letting the public
know who to call
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City Recorder

* Working on our work plan for 2026

* Finalizing applications for Board, Committee, and Commission
Terms beginning in 2026

* Held an OGEC Public Meetings Training and hosted several
officials from other local government entities in addition to our
own staff

* Hosted avery well received City County Dinner

* Brought Emergency Management onto our team- Welcome Karen!

* Developed atraining on the freshly adopted Council and
Committee Rules
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Admin Grants Update

 Grant Writer has taken another fantastic position and will be missed
« $35k will be received from FEMA in the next few weeks

* Another $340k from FEMA is in process and will arrive soon

* Allother grants have been passed on to other staff while we hire
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Groundwater Treatment Plant Filter Covers

* Structural fabrication is underway for the steel buildings that will
cover the filter basins. Anticipated delivery date for the structures
Is December.

* Final submittal approval is nearly complete for the fabric building
that will cover the two contact basins. Anticipated delivery date
for the structure is early 2026.

* [nstallation of the structures will immediately follow delivery.

* Final completion date for this project is April 16, 2026, and Cedar
Mill Construction appears to be ahead of that schedule.



I 2Qovibors 3 Clarifier Stress Test

* Rainy weather was welcomed in late October as it opened the door to
complete the clarifier stress test

* QOperations tcompleted three days of successful stress testing for
Secondary Clarifier #3, from November 5th-8th

* Initial observations appear positive in terms of the existing clarifier's
ability to handle additional flow beyond the current DEQ rating

 Kelleris preparing a report to confirm and summarize results of the
stress test. The report will be submitted to DEQ for approval

* Thereport will determine the number of clarifiers needed to
accommodate future growth
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For the month of November Finance did the following

« UB Clerk attended the Sensus Water Meter Conference

* Finance and HR attended the virtual BOLI Updates Conference

* Discussed new W2 requirements for Big Beautiful Bill Overtime Ruling
* Metwith Novoaglobal team on red-light camera implementation and

rollout
 Court staff is working on rolling out electronic submissions to DMV for

convictions

11
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HR Events

* HR attended the PSHRA PERS Disability webinar

 Attended the BOLI 41st Annual Employment Conference

 Coordinated with CIS to set up an Anti-Harassment,
Discrimination, and Retaliation training for new supervisors and

employees

12
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Library Highlights

* Thelibrary’s front doors reopened on November 18th after some
major repairs to the steps and ramp (see pic)

 All48 spots for the Kids’ Craft Sale are fulll Come support your
local youth crafters and artists on Saturday, December 5th, 10:30-
12:30 p.m. & 1:30-3:30 p.m. (two sessions)

* Cozy Reading for all ages is November 22, 2025 - January 3, 2026
— keep up the reading habit during the Winter Break!

* The 2nd Library Puzzle Competition drew a crowd of competitors
at the library!

13
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Had to remove 2 beaver damaged
trees at Fernwood Lift Station...
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PW Operations (Just Some of Our Missions)

* Installed new composite sampler for our influent flows.

* New echopod (fuel level indicator) installed and programmed for
diesel tank on Chehalem Lift Station generator

* Replaced failed block heater on generator at Andrew Lift Station

* Repaired a flat tire on our John Deere tractor

* Had contractor remove 2 beaver damaged trees at Fernwood Lift
Station

e Still working on the Screw Press!

16
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PW Clarifier Stress Test Details

* We were able to send 8.5 million gallons per day (nearly 6000 gpm)
through 1 clarifier

* Kelleris currently working with the state to re-rate our existing
clarifier capacity it would prevent the need for 1 (or possibly both) of
the 2 additional clarifiers that would be required to meet the
projected 2037 flows

 Shoutout to the whole Operations Division team who went above
and beyond their regular duties to get the plant conditions optimal
for the testing, performed all the extra lab testing and

17
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Water Treatment - Just a Few of the Many Tasks

—

. Hydroxide pump motor replaced —
. Flow meter replaced on Hypochlorite &=

" ‘— e

generator water softener
. WTP entrance gate was repaired
. Booster Station fence was repaired
. Backflow Device inspections and
database cleanup -
. Hypochlorite generator rectifier wiring

was repaired

18
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PW Maintenance (Just Some of Our Work Orders)

. Storm pipe cleaned - 275 ft.

. Sewer Main Clean - 11,655 ft

. Sweeping Debris — 207 cubic yds (20.7 dump truck loads)
o Sweeping Miles — 120 mi.

. Maintained Hydrants - 1

. Water Mains Flushed - 16,960 ft.

. Water Valves Exercised — 11

19
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PW Facilities
* Burnt-out flat- panel lights were replaced, and the

toilet in the evidence room was repaired
* Many items were moved to City Hall, and setup
was completed for the latest red cross blood &

drive

PW Fleet
* |twas an average month in terms of tasks

completed, with a total of 21 completed items
*  We now have a new Bucket Truck in the fleet > B

20
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At 2526 Holiday Lane,
a leak on the customer
side was repaired.

A new meter box,
handle, and custom
stop were installed.
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Leaf season has arrived, and our storm crew is working
diligently to clear streets and prevent storm drain clogs.
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Main Street Waterline Reporting

The ODOT and City of Newberg

engineering teams are collaborating
on reporting and planning for

upcoming waterline projects along
Main Street.
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So that’s it for November!

As you can see, residents’ tax dollars have been
hard at work as usual.

Questions?

25
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Order Ordinance Resolution Motion Information Proclamation —
No. 2025-4002

Subject: Appropriate Use of Artificial Intelligence

Systems Policy Staff: Emily Salsbury

Department: Admin
Business Session Order On Agenda: Consent

Hearing Type: Administrative
Date Action Requested: November 17, 2025

Is this item state mandated? Yes No
If yes, please cite the state house bill or order that necessitated this action:

Recommendation: Motion to approve Resolution 2025-0000 to enact a new policy (Exhibit A) guiding
the appropriate use of artificial intelligence (Al) systems in city operations.

Executive Summary: The City of Newberg recognizes the potential productivity benefits of Artificial
Intelligence (AI). This policy defines key terms and offers guidance to City employees and affiliates on
the responsible use of Al systems, promoting community support while protecting against risks such as
data breaches and the exposure of personally identifiable information (PII). This policy will be reviewed
and updated as necessary to reflect evolving technologies and best practices.

This document dictates which Al systems may be used and which members of city staff are covered under
this policy. It provides general expectations for use, as well as specific guidelines for internal/private use
in city operations and for public/external use in city communications.

A summary of the policy guidelines:
General Expectations

e Alis a support tool, not a replacement for human judgment or accountability.

e Supervisors must ensure staff understand and follow the policy.

o Employees are personally responsible for any work produced with the help of Al
Closed-System Al Tools (Internal Use, Example: Video analysis of sewer pipes, road condition
diagnostics, flagging potential fraud in financial documents)

e Permitted for internal tasks like data analysis and reporting.

e Supervisor approval is required before use.

e All data must remain confidential and comply with privacy and security standards.

Open Al Tools (External/Public Use, Example: Large Language Models like ChatGPT, Grammarly,
Document summary generation tools)
e Allowed for proofreading and editing public-facing content (e.g., newsletters, social media).
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o Employees must be able to explain their work and are accountable for the final product.
e Human review and approval are mandatory before publishing.
e Sensitive or non-public data (including PII) must not be entered into open Al tools.

Fiscal Impact: This resolution will have no direct fiscal impact.

Council Goals: This resolution directly impacts Council Goal 4, relating to transparency and building
trust with Newberg’s community. For a small team relative to the size of Newberg’s population,
generative Al tools can improve efficiency and reduce strain, allowing staff more time to work toward
council goals. Conversely, lack of oversight and editing when using gen Al tools can degrade trust in
government communication and has the potential for unintentional spread of incorrect information. This
policy aims to ensure that excellent customer service standards are upheld.
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RESOLUTION NO. 2025-4002 "@ﬁﬁ%%/{;;\#

A Resolution enacting a new policy providing guidelines for the appropriate use of artificial
intelligence (Al) systems in city operations.

Recitals:
1. The use of artificial intelligence (Al) systems is saturating every sector, including local
government. The City of Newberg does not currently have a policy regulating the use of these

systems.

2. To provide guidance to employees and partners of the City of Newberg on the use of Al systems,
this policy outlines best practices regarding specific Al systems and use cases.

The City of Newberg Resolves as Follows:
1. City Council approves the new Al use policy (Exhibit A) as presented.

Effective Date of this resolution is the day after the adoption date, which is: , 2025.
Adopted by the City Council of Newberg, Oregon, this day of , 2025.

Rachel Thomas, City Recorder

Attest by the Mayor this day of , 2025.

Bill Rosacker, Mayor

City of Newberg @ RESOLUTION'NO. 2025-4002 @ Page | 3




Appropriate Use of Artificial Intelligence Systems

Purpose

The City of Newberg recognizes the potential productivity benefits of Artificial Intelligence (Al). This
policy provides guidance for City employees and affiliates to responsibly use Al systems in ways
that support the community, while safeguarding against risks such as data breaches or exposure of
personally identifiable information (PI1). This policy will be reviewed and updated as necessary to
reflect evolving technologies and best practices.

Scope
This policy applies to all City of Newberg employees, volunteers, interns, contractors, consultants,
and third-party personnel working on behalf of the City.

Definitions

A. Closed-System Al Tools

Closed-system Al tools are artificial intelligence platforms that operate within a secure,

controlled environment. These tools are typically hosted on internal servers or within private,

enterprise-level environments where data access, storage, and processing are limited to

authorized users and systems. Examples include Al systems developed in-house, hosted on-

premises, or accessed through government-approved or vendor-managed secure platforms.

These tools do not send data to external, public servers and are generally compliant with

internal data governance and security policies.

Examples:

e On-premise data analysis tools with Al capabilities

e Secure chatbots or virtual assistants developed for internal use

e Altoolsincluded in enterprise software suites with managed data environments (e.g.,
Microsoft Copilot in a government-licensed tenant)

e Centerline Al- NDPD automated police report drafting platform

B. Open-System Al Tools
Open-system Al tools are publicly available artificial intelligence services that operate via
cloud-based platforms. These tools are accessible over the internet and typically involve data
being transmitted to and processed by third-party servers outside the organization’s direct
control. While often powerful and easy to use, open Al systems raise additional considerations
around data privacy, security, and oversight.
Examples:
e ChatGPT (public version)
e Grammarly
e Google Gemini
e Alfeatures in social media platforms or design software (e.g., Canva, Adobe Express)

Sources:
e Bipartisan Policy Center
e Gallagher

o Wikipedia: Open-source artificial intelligence
e LinkedIn Article



https://bipartisanpolicy.org/blog/the-open-or-closed-ai-dilemma/
https://www.ajg.com/news-and-insights/balancing-innovation-and-security-exploring-open-and-closed-ai-systems-for-hr
https://en.wikipedia.org/wiki/Open-source_artificial_intelligence
https://www.linkedin.com/pulse/open-vs-closed-ai-whats-difference-which-suits-your-business-most-fz1vf/

Policy
A. General Expectations
e Use of Al should complement—not replace—human judgment and accountability.
e Supervisors are responsible for ensuring staff understand and comply with this policy.
e Any employee using Al to complement their work will be held personally responsible for the
product.

B. Closed-System Al Tools - Internal/Private Use
e Staff may use closed-system Al tools (e.g., tools hosted internally or through secure
platforms) for internal data gathering, analysis, and reporting purposes.
e Alluse of closed Al systems must be reviewed and approved by a supervisor prior to
implementation.
o Data used with closed Al systems must remain confidential and comply with applicable
data privacy and security standards.

C. Open Al Tools - External/Public Use

o Staff may use open Al tools (e.g., ChatGPT, Grammarly, etc.) to assist in proofreading and
editing content intended for public release, such as newsletters, social media posts,
reports, and other communications.

o Employees should always be able to explain the process and intent behind their work and
will be held responsible for the work they produce, with or without using Al as a tool.

e Final content must always be reviewed, edited as needed, and approved by a human prior
to publication or distribution.

o Staff must not input data not intended for public consumption or personally identifiable
information (PII) into open Al tools.

Violations

Employees are expected to follow this policy at all times. Knowingly violating it—or helping
someone else do so—is a violation of City policy. Employees who do not comply may face
disciplinary action, up to and including termination. If a violation also breaks federal, state, or local
laws, legal prosecution may apply.
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Date Action Requested: December 1, 2025

Order 0 Ordinance 0  Resolution J  Motion O  Information Proclamation [J

Subject: Re-examine our sister city relationships Staff: Alison, Will, and Rachel
Department: Admin and HR
Work Session [ Business Session [] Order On Agenda:

Is this item state mandated? Yes [J No
If yes, please cite the state house bill or order that necessitated this action:
NA

Recommendation:
Based upon a SWOT analysis Staff recommend suspension of the sister city relationship with Poysdorf,
Austria.

Staff could return and repeal the resolution if this is the will of council.

Executive Summary:
Re-Evaluation of Sister City Relationships and policies regarding travel and participation of employees
and elected officials. It is the opinion of staff that after analysis this is of limited value to the residents.

Fiscal Impact:
Staff are seeking direction from Council at this meeting. The potential impact could be approximately

$10,000 per year.

Council Goals:

This discussion would align with Council Goal 5 concerning fiscal prudence, making sure that any costs
associated with a sister city relationship established in 2007 are still beneficial to the residents of Newberg
in 2025.
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Sister City Relationships

O City of
=Newberg



“*In North America first one in 1931.
Generally, an outcome of WWII and
supported by President Eisenhower in 1956
iIn a White House Meeting “the People to

The Origins Peoples Program”.

: **The City of Newberg passed resolutions in
Of_ the Sister 2007 to set up relationships with Poysdorf
Clty and Wadeyama (Asago). 2696 and 2697.
Re|ationship 10 local cities with Japan sister cities, 27 in

Oregon. Newberg alone with Austria.

“*The main goals are to foster understanding, ’
exchange ideas and commercial ties
through citizen-led diplomacy. /

> 4
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What are the current commitments?

Based on a 4-year cycle for
Poysdorf. They come here
every two years; we go there
two years after that. Last
time we went the City

Manager and Mayor paid for
themselves.

/

Exchange with Japan is
annual but the city has not
been sending staff. Primarily
a student exchange involving
Chehalem Valley Middle
School and Chehalem Valley
Chamber of Commerce. y




Travel Policies and Costs

« 2024 Employee Handbook, which does not pertain to Council members: The City
of Newberg will reimburse reasonable business-related expenses you incur in the
performance of your job responsibilities ..... (Based on GSA standards)

* No Council policies

« Approximate costs: Let’'s be the MOST economical and say $900 roundtrip to
Vienna from Portland and $800 roundtrip to Osaka Kansai (both economy, not
expensive times of year. GSA rates Japan: $330, Austria $359 if includes hotel. If
not, $110/$130 meals. 7-9 days roughly $1000. Roughly $2000 person plus gifts
iIf low fare economy/no hotels. With hotels: $4000 Japan/ $4200 Austria + gifts

 How many people: Mayor and spouse (normal representation). City Manager
and one staff person or just one staff person. $6,500 or $13,000. Biennial
budget cost $20,000. Not luxury travel.



» Strengths: Continue long-standing
relationships. The economic importance of
Japan in Oregon (mostly agricultural).
Japan is a major source of foreign
Investment.

SWOT for »\Weaknesses: The world has changed.
Council

Original purposes of sister cities no longer
relevant. Will not be of value to the city or its

Consideration residents. Optics!!

»Opportunities: | can see the value for the
wine industry, tourism and student ,
exchanges.

» Threats: Suspending a sister city /
relationship sends a message.
Y 4

C 5
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Decisions and
Alternatives

Continue both relationships as they are and
allot budget funding with policy.

Suspend sister city relationship with Poysdorf
and or Asago. This requires Council
resolution and notification process.

Ask the Willamette Valley Wineries
Association to take over the relationship with
Poysdorf?

Turn over Asago student exchange to the
school district/George Fox? No great change.

Create economic visit to Japan once in 4
years through consulate with reciprocal visit.

6









This document is an extract from the Yamhill County
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worthey
Typewriter
This document is an extract from the Yamhill County Commission

Packet for November 13 2025.































Philip Higgins
Note there is some latitude to my understanding on what constitutes tourism related facilities and how you can spend the 70% -
its very likely that 70% can plug some significant budget holes and this should be explored in greater depth�

Philip Higgins
Phase 1 is a TLT on the towns, Phase 2 should be legalizing the rouge AirBNB and STRs in the county itself which is a large so
rce of uncollected revenue.�
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Information —

Order Ordinance Resolution Motion

No. 2025-4003

Subject: Resolution approving the sale of certain real Staff: Will Worthey
property and authorizing the City Manager to negotiate

Department: Administration
and execute an agreement for the sale of real property P

Business Session Order On Agenda: Continued Business
Hearing Type: Legislative Quasi-Judicial Administrative Not Applicable
Date Action Requested: (December 1, 2025)

Is this item state mandated? Yes No

If yes, please cite the state house bill or order that necessitated this action:

Recommendation:
Staff recommends the sale of the Butler Property to assist with the city debt reduction effort and further
revitalize our downtown corridor.

Executive Summary:

The City owns real property located at 411 E 1st St, Newberg, Oregon, commonly known as the “Butler
Property.” The Butler Property has been vacant under the City’s ownership since 2001. On May 6, 2024,
the City declared the Butler Property as surplus under Resolution No. 2024-3925 The City determined that
the City is not using the Butler Property, has no plans to use it, and that the Butler Property is no longer
suitable or needed for the duties and responsibilities of the City or for a public purpose. Resolution No.
2024-3925 authorized the City Manager to begin the disposition process for surplus property. Council
expressed its desire that the Butler Property be developed to include a building with residential and
commercial units and in a manner that keeps with the character of the downtown commercial corridor.

On June 13, 2025, the City received an offer to purchase the Butler Property from Brent and Polly
Peterson. After reviewing the offer, on July 7, 2025, Council authorized Miller Nash LLP to negotiate the
sale of the Butler Property with Mr. and Ms. Peterson. The City, Mr. Peterson, and Ms. Peterson executed
a nonbinding letter of intent for the sale of the Butler Property on July 15, 2025 (the “LOI”). After
executing the LOI, Mr. Peterson informed the City that the purchaser of the Butler Property will be Heated
Candle, LLC. Mr. and Ms. Peterson, along with two other individuals, are members and managers of
Heated Candle, LLC.
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Based on the terms of the LOI, the parties negotiated a purchase and sale agreement (the “PSA”) for the
sale of the Butler Property. Key terms of the PSA include the following:
e Purchase price of $341,250 (reflecting the fact that under the PSA, the City will not be required to
pay commission to broker or finder of the purchaser).
e Purchaser is required to provide verification of readily available funds in the amount of the
purchase price within five days of the effective date of the PSA.
e Earnest money in the amount of $10,000.
e A due diligence period of 30 days from the effective date of the PSA, with closing occurring no
later than 10 days after the end of the due diligence period.
e Purchaser will purchase the Butler Property “as-is” in its present condition.

Brent Peterson has executed the PSA in his capacity as a manager of Heated Candle, LLC.

Under ORS 221.725, the City is required to publish a notice of the proposed sale of the Butler Property in
a newspaper of general circulation and hold a public hearing before executing the PSA. The City
published the required notice in the Newberg Graphic on November 26, 2025 and Newsberg on November
25, 2025 and the hearing will be held at Council’s regular meeting on December 1, 2025, at 6:00 p.m.

Fiscal Impact:
The sale of this property will add funds to assist with the current debt reduction effort to the total of just
over $330,000.

Council Goals:
Goal 5: Implement a careful and prudent fiscal policy.

O1: Begin reducing and eventually eliminate the City’s debt in a steady, prudent way without
compromising the City’s ability to provide essential services and functions.
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RESOLUTION NO. 2025-4003 “Revibers 4

A RESOLUTION APPROVING THE SALE OF CERTAIN REAL PROPERTY AND
AUTHORIZING THE CITY MANAGER TO NEGOTIATE AND EXECUTE AN AGREEMENT
FOR THE SALE OF REAL PROPERTY

Recitals:

1. WHEREAS, the City of Newberg (the “City”’) owns real property located at 411 E 1st St, Newberg,
Oregon, which is depicted and described in more detail in the copy of the Purchase and Sale Agreement
(the “PSA”), attached as Exhibit A to this Resolution (the “Property”);

2. WHEREAS, pursuant to ORS 271.310, the Newberg City Council (“Council”’) adopted Resolution
No. 2024-3925 on May 6, 2024, declaring that the Property is no longer suitable or needed for the duties or
responsibilities of the City or for a public purpose and is surplus;

3. WHEREAS, on July 7, 2025, Council authorized Miller Nash LLP to negotiate the sale of the Property
with a representative of Heated Candle, LLC (the “Purchaser”);

4. WHEREAS, on November 25 and 26, 2025, the City published notice of a public hearing concerning
the sale of the Property as required under ORS 221.725 (the “Notice”) in the Newberg Graphic and
Newsberg;

5. WHEREAS, the Notice set forth the time, date, and place of the hearing as well as a description of the
Property, the proposed uses of the Property, and the reasons Council considers it necessary and convenient
to sell the City’s interest in the Property;

6. WHEREAS, on December 1, 2025, Council held the hearing described in the Notice and, as part of the
hearing, disclosed the nature of the proposed Property sale and the general terms thereof, including evidence
of the market value of the Property;

7. WHEREAS, members of the public were given an opportunity to present written or oral testimony at
the hearing;

8. WHEREAS, Council wishes to move forward with the sale of the Property subject to the terms of the

PSA
City of Newberg ® RESOLUTION NO. 2025-4003 e Page | 1
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The City of Newberg Resolves as Follows:

1. Council hereby approves the sale of the Property to the Purchaser in the amount of $341,250.

2. Council authorizes the City Manager to negotiate and execute the PSA, and any other documents
necessary to complete the transaction contemplated under the PSA.

Effective Date of this resolution is: December 2, 2025.

Adopted by the City Council of Newberg, Oregon, this 1st day of December, 2025.

Rachel Thomas, City Recorder

Attest by the Mayor this 1% day of December, 2025.

Bill Rosacker, Mayor
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Resolution 2025-4003

Exhibit A- Purchase Sale Agreement



DigiSign Verified - db9674b5-8ae4-4263-a47e-5924ccb0a52d

Exhibit No.

oQw>»

Exhibit Name

Legal Description
Investigative Documents
Form of Deed

CC&Rs


https://digisign3.skyslope.com/api/envelopes/db9674b5-8ae4-4263-a47e-5924ccb0a52d/auditCertificate

DigiSign Verified - db9674b5-8ae4-4263-a47e-5924ccb0a52d

PURCHASE AND SALE AGREEMENT
(the Butler Property)

THIS PURCHASE AND SALE AGREEMENT (the "Agreement") is dated for
reference purposes as ,20 by and between the City of Newberg,
an Oregon municipal corporation ("Seller"), and Heated Candle, LLC, an Oregon limited
liability company ("Buyer"). The date that this Agreement is executed by both Buyer and Seller
and a fully-executed copy is delivered to each party is the "Effective Date."

RECITALS

A. Seller is the owner of the real property and improvements commonly
known as "the Butler Property" (herein referred to as the "Property") and located at 411 E. First
St, Newberg, OR, County of Yamhill, State of Oregon, and more particularly described on
Exhibit A, attached. Buyer and Seller will amend this Agreement to replace the current legal
description set forth in Exhibit A with the legal description included in the Title Report
(described in Section 6.1) once Seller receives the Title Report.

B. Buyer desires to purchase from Seller, and Seller desires to sell to Buyer
the Property. The terms of this Agreement are as follows:

AGREEMENT

1. Purchase and Sale. Seller agrees to sell to Buyer, and Buyer agrees to purchase from
Seller, the Property upon the terms and conditions set forth in this Agreement.

2. Deposit. Within five business days after the Effective Date, Buyer shall deposit with
First American Title Insurance Company located at 515 E. Hancock St., Newberg,
Oregon (the "Title Company") into escrow the sum of $10,000 (the "Earnest Money").
The term "Earnest Money" includes any additional sums required to be deposited into
escrow or with Seller pursuant to terms of this Agreement and any accrued interest. If
the Earnest Money is retained by Seller, Seller shall receive the interest. If the Earnest
Money is returned to Buyer, Buyer shall receive the interest.

3. Purchase Price. The purchase price for the Property shall be $341,250 (the "Purchase
Price"). Within five business days of the Effective Date, Buyer shall provide verification
of readily available sums in the amount of Purchase Price. The Purchase Price shall be
payable as follows:

3.1 Earnest Money. At Closing (as hereinafter defined), the Earnest Money,
together with interest on it, shall be credited toward payment of the Purchase
Price.

3.2 Cash Balance. On or before the Closing Date (as hereafter defined), Buyer shall
deposit into escrow the cash by a wire transfer of funds in the amount of the
balance of the Purchase Price plus any other sums Buyer is required to pay

4917-5439-4152.6
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pursuant to the terms of this Agreement or required to be paid by Buyer to close
the purchase.

4. Opening of Escrow. With the deposit by Buyer of the Earnest Money, escrow shall be
opened for consummating this transaction. Within five business days after the Effective
Date, Buyer and Seller shall deliver a fully executed copy of this Agreement to the Title
Company. Buyer and Seller hereby authorize their respective attorneys to execute and
deliver into escrow any additional or supplemental instructions as may be necessary or
convenient to implement the terms of this Agreement and to close this transaction. In the
event of any conflict between such additional or supplemental instructions and the
express terms of this Agreement, the terms of this Agreement shall control.

S. Closing Date. This transaction shall close on a date that is mutually agreed upon
between Buyer and Seller, but in no event shall the Closing be later than ten days after
the Due Diligence Deadline Date (the "Closing Date"). The term "Closing" means the
date that the Deed described in Section 11.1.1 is recorded and the cash portion of the
Purchase Price is available for distribution to Seller in accordance with the settlement
statement prepared by the Title Company and approved in writing by Seller.

6. Title Report.

6.1  Preliminary Title Report. Within one business day after the Effective Date,
Seller, at Seller's cost and expense, shall order from Title Company its
preliminary title report or title commitment on the Property (the "Title Report"),
along with copies of all documents that give rise to exceptions listed in the report
(the "Exception Documents"). Seller will require Title Company to deliver the
Title Report to Buyer.

6.2  Buyer's Title Notice. Within the five days of receiving the Title Report and the
Exception Documents, Buyer shall give Seller written notice ("Buyer's Title
Notice") setting forth the title exceptions that are not acceptable to Buyer
(the "Unacceptable Exceptions"). If Buyer fails to provide the Buyer's Title
Notice within the required time period, then Buyer shall be deemed to have
waived Buyer's right to object to the Title Report. All title exceptions other than
those objected to or deemed objected to shall be deemed acceptable to Buyer
("Permitted Exceptions").

6.3  Seller's Title Notice. Seller shall have five days after receiving Buyer's notice
within which to give Buyer Seller's written notice ("Seller's Title Notice") (a) that
Seller has either cured or removed the Unacceptable Exceptions, or (b) agrees to,
and will give written assurances satisfactory to Buyer of, cure or removal of the
Unacceptable Exceptions before Closing. If (a) Seller fails to provide the Seller's
Title Notice within the required time period or (b) Buyer objects to Seller's Title
Notice within five days of receiving it, then Buyer shall have the right to waive its
objections to the Unacceptable Exceptions or terminate this Agreement. In the
event of termination as provided for in this Section, Buyer and Seller shall be
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6.4

discharged from all further obligations and the Earnest Money with interest
thereon will be returned to Buyer.

Title Company Revision to Title report. Buyer may terminate this Agreement
and receive a refund of any Earnest Money if the Title Company revises the Title
Report to add exceptions that are materially adverse to Buyer or modifies a title
exception in a manner that is materially adverse to Buyer, if within five business
days of Buyer's receipt of the revised Title Report, Buyer notifies Seller that such
additions or modifications are not acceptable to Buyer and if Seller fails to take
such action to cause such additions or modifications to not be shown on the Title
Report by the Closing Date. Except as otherwise specifically provided in this
Agreement, Seller agrees to remove any exceptions or encumbrances to title
which are created by Seller after the Effective Date and before the Closing Date.

7. Document Review. Within five business days after the Effective Date, Seller shall
deliver or cause to be delivered to Buyer all documents pertaining to the Property that
Seller has in its reasonable, actual possession (the "Investigative Documents"), described
in Exhibit B. If this Agreement terminates, Buyer shall promptly deliver to Seller all
studies, reports, surveys, and other information and materials Buyer has received,
prepared, or obtained pertaining to the Property.

8. Site Study Review.

8.1

8.2

8.3

Right to Inspect. Beginning on the Effective Date and ending on the Due
Diligence Deadline (defined below), Seller shall permit Buyer and its employees,
agents, representatives, contractors, architects, engineers, and consultants, to enter
on and in the Property for the purpose of having the Property inspected by one or
more licensed professionals of Buyer's choice and for conducting any tests,
surveys, environmental studies, investigations, or other analyses that Buyer deems
appropriate (collectively, "Investigations"). Any Investigations shall be at the
sole cost and expense of Buyer. Buyer shall, prior to entry onto the Property,
coordinate its timing of entry with Seller. Buyer shall obtain Seller's prior
consent to the location of any proposed invasive inspections that may include
testing or removal of any portion of the Property; such consent not to be
unreasonably withheld. Buyer shall restore the Property to substantially the same
pre-Investigation condition, and shall be responsible and pay for all damages
caused to the Property by reason of its said activities.

Indemnification of Seller. Buyer shall defend, indemnify, and hold Seller
harmless from, for, and against any loss, damage, or liability arising out of or
relating to the Investigations or the access of Buyer or its employees, agents,
representatives, contractors, architects, engineers, and consultants to the Property
under this Section 8.

Inspection Period. The Due Diligence Deadline is 30 days after the Effective
Date. The Due Diligence Period commences on the Effective Date and ends on
the Due Diligence Deadline. It is agreed that Buyer's obligations hereunder are

-3
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10.

conditioned upon Buyer being satisfied within the Due Diligence Deadline, in
Buyer's sole discretion, with the Buyer's inspection of the Property as permitted
under Section 8.1 above. On or before the Due Diligence Deadline, Buyer shall
either: (a) provide Seller with written notice that it is satisfied with the condition
of the Property and elects to proceed with the purchase of the Property; or

(b) provide Seller with written notice that it is not satisfied with the condition of
the Property and therefore elects to terminate this Agreement.

Seller's Contingencies. Seller's obligation to close this transaction shall be subject to:

9.1

9.2

9.3

No Default. Buyer is not in default of Buyer's covenants, representations, or
warranties under this Agreement and all contingencies of Closing which are for
benefit of Seller have been satisfied.

Deliveries. Buyer's delivery to the Title Company on or before the Closing Date,
for disbursement as provided herein, of the Purchase Price and the documents and
materials described in this Agreement.

Approval. The obligation of Seller to close shall be subject to obtaining the
approval of Buyer's board of directors, shareholders, partners, or members. This
contingency must be satisfied in writing or waived no later than the Due
Diligence Deadline date.

Buyer's Contingencies. Buyer's obligation to close this transaction is contingent upon
satisfaction of each of the following conditions:

10.1

10.2

10.3

Due Diligence Contingency. Buyer's approval, in Buyer's sole discretion, with
the results of Buyer's inspections of the physical and environmental condition of
the Property pursuant to Section 8 and the documents provided to Buyer under
Section 7, and any matter that would be shown by a correct and current survey of
the Property (the "Due Diligence Contingencies") and the satisfaction or waiver
by Buyer of such Due Diligence Contingencies on or before the Due Diligence
Deadline. If Buyer does not deliver to Seller a written notice waiving all of
Buyer's Due Diligence Contingencies in this Section 10.1 on or before the Due
Diligence Deadline, or if Buyer terminates this Agreement in writing on or prior
to the Due Diligence Deadline, then this Agreement shall be deemed to have
terminated, and the Earnest Money shall be refunded to Buyer in full and neither
party shall have any further obligation to the other hereunder other than those
obligations that expressly survive the termination of this Agreement.

No Material Changes. At the Closing Date, there shall have been no material
adverse changes related to or connected with the Property.

No Default. Seller is not in default of Seller's covenants, representations, or
warranties under this Agreement and all contingencies of Closing which are for
the benefit of Buyer have been satisfied.
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11.

12.

13.

14.

10.4 Seller's Deliveries. Seller shall have timely delivered each and every item to be
delivered by Seller pursuant to this Agreement.

Deliveries to Title Company.

11.1 By Seller. On or before the Closing Date, Seller shall deliver the following in
escrow to the Title Company:

11.1.1 Deed. A Statutory Warranty Deed, duly executed and
acknowledged in recordable form by Seller, in the form of Exhibit C,
conveying the Property to Buyer subject only to the Restrictive
Covenants and any Permitted Exceptions, exclusive of the standard
printed exceptions found in the policy of title insurance issued by the
Title Company.

11.1.2 CC&Rs. The CC&Rs described in Section 25, duly executed and
acknowledged by Seller.

11.2 By Buyer. On or before the Closing Date, Buyer shall deliver the following in
escrow to the Title Company:

11.2.1 Purchase Price. The purchase price in accordance with Section 2
above.

11.2.2 CC&Rs. The CC&Rs described in Section 25, duly executed and
acknowledged by Buyer.

11.2.3 Prorations. The amount due Seller, if any, after the prorations are
computed in accordance with Section 15 below.

Deliveries to Buyer at Closing.

12.1 Possession. Seller shall deliver possession of the Property to Buyer at close of
eSCIow.

Title Insurance. At Closing, Seller shall provide a commitment from the Title Company
to issue a standard owner's title insurance policy in the amount of the Purchase Price,
insuring title vested in Buyer, subject only to the usual preprinted exceptions and the
Permitted Exceptions. Buyer shall have the right, if Buyer so elects, to cause the title
policy to be issued as an extended coverage policy, provided Buyer pays the additional
premiums and all survey costs associated therewith. If Buyer elects extended coverage,
then Seller shall execute and deliver to the Title Company at Closing a certificate and
indemnity in the form reasonably required by the Title Company.

Adjustments. Seller shall pay for one-half of all escrow fees and costs, one-half of the
Title Company's general fees, any real property transfer or excise taxes, and Seller's share
of prorations pursuant to Section 15 below. Buyer shall pay for recording charges, the
standard coverage title insurance policy, one-half of all escrow fees and costs, one-half of
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15.

16.

the Title Company's general fees, sales taxes, and Buyer's share of prorations pursuant to
Section 15 below. Buyer and Seller shall each pay its own legal and professional fees of
other consultants incurred by Buyer and Seller, respectively. All other costs and
expenses shall be allocated between Buyer and Seller in accordance with the customary
practice in the county where the Property is located. At Closing, Buyer shall contribute
any funds necessary to pay its share of adjustments.

Prorations, Taxes, and Assessments.

15.1 Taxes and Assessments. At Closing, Seller shall pay or credit to the Purchase
Price all delinquent taxes, including penalties and interest, and all assessments
which are a lien on the Closing Date. At Closing, Seller shall also pay or credit
against the balance of the Purchase Price, all other unpaid real estate taxes,
including penalties and interest for such taxes, which are past due for years prior
to Closing and a portion of such taxes for the year of Closing, prorated through
date of Closing and based on a 365-day year and, if undetermined, on the most
recent available tax rate and valuation, giving effect to applicable exemptions,
change in valuation, and similar factors, whether or not certified.

15.2 Method of Proration. Except as otherwise provided in this Agreement, all
prorations shall be made in accordance with customary practice in the county
where the Property is located, except as expressly provided herein. If the bill for
current taxes on the Property is not available as of the Closing Date, the parties
shall prorate in escrow based on taxes for the prior year and out of escrow when
the bill for the current taxes is available, shall prorate any remaining amounts.
Such prorations, if and to the extent known and agreed on as of the Closing Date,
shall be paid by Buyer to Seller (if the prorations result in a net credit to Seller) or
by Seller to Buyer (if the prorations result in a net credit to Buyer) by increasing
or reducing the cash to be paid by Buyer at Closing. Any such prorations not
determined or not agreed on as of the Closing Date shall be paid by Buyer to
Seller, or by Seller to Buyer, as the case may be, in cash as soon as practicable
following the Closing Date.

Seller's Representations and Warranties. In addition to any express agreements of
Seller contained herein, the following constitute representations, warranties, and
covenants of Seller to Buyer:

16.1 Representations Regarding Seller's Authority.

16.1.1 Seller is a duly organized and validly existing municipality in good
standing under the laws of the State of Oregon. Seller has the legal
power, right, and authority to enter into this Agreement and the
instruments and documents referenced herein, and to consummate the
transactions contemplated hereby. The individuals executing this
Agreement and the instruments referenced herein on behalf of Seller
hereby represent and warrant that they have the power, right, and
authority to bind Seller.

-6 -
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17.

16.1.2 All requisite action has been taken by Seller and all requisite consents
and approvals have been obtained in connection with the entering into
of this Agreement and the instruments and documents referenced
herein, and the consummation of the transactions contemplated
hereby, and no consent or approvals of any other party is required.

16.1.3 This Agreement is, and the other Closing documents shall be at the
time of their execution and delivery, legal, valid, and binding
obligations of Seller and at the Closing shall be sufficient to convey
title.

16.1.4 With the exception of the bronze mouse statue (which will be
removed from the Property by Seller prior to Closing and will not be
conveyed to Buyer as part of the transaction described in this
Agreement), no fixtures, equipment, or personal property included in
this sale shall be removed from the Property prior to Closing.

16.1.5 If prior to Closing, Seller discovers any information or facts that
would materially change the representations and warranties of Seller
contained herein, Seller shall immediately give written notice to
Buyer of those facts and information.

16.1.6 Seller owns fee simple title to all the Property for Seller to convey
title to the Property to Buyer.

16.2 Due Inquiry, Actual Knowledge. With respect to all of the representations made
in this Agreement, Seller shall have no obligation, notwithstanding any other
provision of this Agreement, to perform any inquiry including without limitation
hiring any experts to advise Seller. In addition, the representations of Seller shall
be limited to the present current actual knowledge of City Manager Will Worthey,
not the knowledge of any other employee, member, officer, director, councilor,
manager, or agent of Seller.

As Is. Seller is selling and Buyer is acquiring the Property AS IS, WHERE IS, with all
faults and defects, whether patent or latent. Except as otherwise provided in this
Agreement, Seller has not made any other representations, express or implied, regarding
the Property and Buyer has not relied on any. Buyer acknowledges that any and all
information, feasibility or marketing reports, environmental or physical condition reports,
or other information of any type that Buyer has received or may receive from Seller or
Seller's agents is furnished on the express condition that Buyer shall or would make an
independent verification of the accuracy of any and all such information, all such
information being furnished without any warranty whatsoever. Buyer shall rely upon its
own inspection and its own professional advisors in its examination of the Property and
all improvements thereon. Buyer hereby represents, warrants, and covenants to Seller
that Buyer has conducted Buyer's own investigation of the Property and the physical
condition thereof, including, without limitation, accessibility and location of utilities, use
of hazardous materials on, from, or under the Property, earthquake preparedness of the
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18.

Property, all matters concerning the Property with respect to taxes, assessments, income
and expense data, bonds, permissible uses, zoning, covenants, conditions and restrictions,
and other matters which in Buyer's judgment are necessary or advisable or might affect or
influence Buyer's use of the Property, or bear upon the value and suitability of the
Property for Buyer's intended purposes, or Buyer's willingness to enter into this
Agreement. Buyer recognizes that Seller would not sell the Property except on an as is,
where is basis, and acknowledges that Seller has made no representations or warranties of
any kind in connection with the Property. Buyer expressly waives all claims it may have
against Seller in any way relating to the Property or its condition, with the sole exception
of Buyer's claims under this Agreement, and the Deed or other documents or instruments
being delivered by Seller. Buyer and anyone claiming by, through, or under Buyer
hereby fully and irrevocably waives and releases Seller and each of its shareholders,
employees, officers, managers, representatives, agents, successors, and assigns, and any
contractors or subcontractors (including without limitation architects and engineers) who
may have performed work related to the Property, regardless of whether there is any
direct privity of contract to Seller or any person previously having an ownership interest
in the Property (collectively "released party") from any and all claims that it may now
have or hereafter acquire against any released party for and against any costs, losses,
demands, penalties, fines, liens, judgments, injuries, liabilities, damages, expenses,
demands, claims, actions, or causes of action, whether direct or indirect, known or
unknown, foreseen or unforeseen, arising from or related to the Property, or any portion
thereof, and/or any construction defects, errors, omissions, or other conditions, latent or
otherwise, geotechnical and seismic, affecting the Property, or any portion thereof,
including, without limitation the environmental condition of the Property or any law
applicable thereto.

Buyer's Representations and Warranties. In addition to any express agreements of
Buyer contained herein, the following constitute representations and warranties of Buyer
to Seller:

18.1 Buyer has the legal power, right, and authority to enter into this Agreement and
the instruments referred to herein and to consummate the transactions
contemplated herein.

18.2  All requisite action (corporate, trust, partnership, or otherwise) has been taken by
Buyer in connection with entering into this Agreement and the instruments
referred to herein and the consummation of the transactions contemplated herein.
No further consent of any partner, shareholder, member, manager, creditor,
investor, judicial or administrative body, governmental authority, or other party is
required.

18.3 The persons executing this Agreement and the instruments referred to herein on

behalf of Buyer have the legal power, right, and actual authority to bind Buyer to
the terms and conditions of this Agreement.
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19.

20.

21.

18.4 This Agreement and all documents required by it to be executed by Buyer are and
shall be valid, legally binding obligations of, and enforceable against Buyer in
accordance with their terms.

18.5 Neither the execution and delivery of this Agreement and documents referred to
herein, nor the incurring of the obligations set forth herein, nor the consummation
of the transactions contemplated, nor compliance with the terms of this
Agreement and the documents referred to herein conflicts with or results in the
material breach of any terms, conditions, or provisions of or constitute a default
under any bond, note, or other evidence of indebtedness, or any contract,
indenture, mortgage, deed of trust, loan, partnership agreement, lease, or other
agreements or instruments to which Buyer is a party.

Limitation of Liability for Breach of Warranties and Representations. Each party
shall have the right to bring an action against the other on the breach of a representation
or warranty hereunder within any contractual or statutory limitation period. Neither party
shall have any liability after Closing for the breach of a representation or warranty
hereunder of which the other party hereto had knowledge as of the Closing Date.
Notwithstanding any of the provisions of this Agreement, any agreement contemplated
by this Agreement, or any rights which Buyer might otherwise have at law, equity, or by
statute, whether based on contract or some other claim, Buyer agrees that Seller shall not
be liable to Buyer for any lost profits, special, incidental, punitive, exemplary, or
consequential damages including but not limited to frustration of economic or business
expectations.

Damage or Destruction; Condemnation. Until the Closing Date, the risk of loss shall
be retained by Seller. Seller shall keep the Property fully insured until close of escrow.
In the event all or any material portion of the Property is damaged, destroyed, or
condemned or threatened with condemnation before the Closing Date, Buyer may
terminate this Agreement. In such event, escrow will be terminated, the Earnest Money
will be promptly returned to Buyer, and this Agreement shall have no further force or
effect whatsoever. If a nonmaterial portion of the Property is destroyed or condemned,
this Agreement shall remain in full force and effect, including, without limitation, Buyer's
obligation to close this transaction as provided for herein and to pay the full purchase
price to Seller less any cost of repairs to be paid by Buyer, if any, to the extent not
covered by insurance or condemnation proceeds. In such event, Buyer shall be assigned
all insurance proceeds or condemnation proceeds payable to or for the account of Seller.

Notices. All notices or other communications required or permitted under this
Agreement shall be in writing and shall be (a) personally delivered (including by means
of professional messenger service), which notices and communications shall be deemed
received on receipt at the office of the addressee; (b) sent by registered or certified mail,
postage prepaid, return receipt requested, which notices and communications shall be
deemed received three days after deposit in the United States mail; (c) sent by overnight
delivery using a nationally recognized overnight courier service, which notices and
communications shall be deemed received one business day after deposit with such
courier; (d) if a telefax number is shown below, sent by telefax, which notices and

9.
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communications shall be deemed received on the delivering party's receipt of a
transmission confirmation, or (¢) if an email address is shown below, sent by email,
which notices and communications shall be deemed received on the delivering party's
receipt of a transmission confirmation.

To Buyer: Heated Candle, LLC
3247 Lakeside Dr
Eugene, OR 97401
Attn: Brent Peterson
Email address: bhp4534@gmail.com

With a copy to: Brent and Polly Peterson
453 SW Viewmont Dr.
Dundee, OR 97115
Email address: bhp4534@gmail.com

To Seller: City of Newberg
414 E First St
Newberg, OR 97132
Attn: Will Worthey, City Manager
Email address: will.worthey@newbergoregon.gov

With a copy to: Miller Nash LLP
1140 SW Washington St Ste 700
Portland, OR 97205
Attn: James Walker, Partner
Email address: james.walker@millernash.com

Notice of change of address shall be given by written notice in the manner detailed in this
Section.

22. Broker. Seller is represented by CPD Portland, LLC, a Colorado limited liability
company, in connection with the transactions contemplated by this Agreement. Seller
represents and warrants to Buyer that no other broker or finder has been engaged by it in
connection with any of the transactions contemplated by this Agreement, or to its
knowledge is in any way connected with any of such transactions. In the event of any
claims for additional brokers' or finders' fees or commissions in connection with the
negotiation, execution, or consummation of this Agreement, and subject to the limitations
of the Oregon Tort Claims Act and the Oregon Constitution, Seller shall defend,
indemnify, and hold harmless Buyer if such claims are based on any statement,
representation, or agreement made by Seller. Sean Heaton is a licensed real estate
professional in the state of Oregon.

Buyer represents and warrants to Seller that no broker or finder has been engaged by
Buyer in connection with any of the transactions contemplated by this Agreement, or to
its knowledge is in any way connected with any of such transactions. Buyer further
represents and warrants to Seller that no brokerage commission or other compensation or

-10 -
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23.

24.

remuneration shall be due or owed to Bella Casa Real Estate Group, LLC, an Oregon
limited liability company, or to Brent Peterson, or to any other broker or finder, in
connection with the transactions contemplated by this Agreement. In the event of any
claims for additional brokers' or finders' fees or commissions in connection with the
negotiation, execution, or consummation of this Agreement, then Buyer shall defend,
indemnify, and hold harmless Seller from and against such claims if they are based on
any statement or representation or agreement by Buyer. Brent Peterson is a licensed real
estate professional in the state of Oregon.

Required Actions of Buyer and Seller. Buyer and Seller agree to execute all such
instruments and documents and to take all actions pursuant to the provisions of this
Agreement in order to consummate the purchase and sale contemplated and shall use
their best efforts to accomplish the Closing Date in accordance with the provisions
herein.

Development, Seller's Option to Purchase. The following shall apply with respect to
Buyer's development of the Property:

24.1 Buyer will construct a development on the Property that includes improvements
with the following components as part of the same building: (a) ground-level
commercial retail units; and (2) long-term or short-term residential rental units
(the "Project"). Buyer will, in good faith, consider design options for the Project
that would accommodate a restaurant in the ground-level commercial retail space.

24.2  Buyer will secure all necessary approvals, including permits, required by any
authority having jurisdiction to construct the Project meeting the requirements set
forth in Section 24.1 (the "First Project Milestone") within one year from the
Closing Date (the "First Trigger Date"). Buyer will commence construction of the
Project meeting the requirements set forth in Section 24.1 (the "Second Project
Milestone") within two years from the Closing Date (the "Second Trigger Date").
Buyer will substantially complete construction of the Project meeting the
requirements of Section 24.1 (the "Third Project Milestone") within four years
from the Closing Date (the "Third Trigger Date"). Collectively, the requirements
set forth under this Section 24.2 are the "Development Requirements."

24.3  Seller has an invocable right, at its option, to purchase the Property from Buyer
for an amount equal to the Purchase Price:

24.3.1 On or after the First Trigger Date, but only if Buyer fails to achieve
the First Project Milestone on or before the First Trigger Date.

24.3.2 On or after the Second Trigger Date, but only if Buyer fails to achieve
the Second Project Milestone on or before the Second Trigger Date.

24.3.3 On or after the Third Trigger Date, but only if Buyer fails to achieve
the Third Project Milestone on or before the Third Trigger Date.
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25.

26.

244

At any time after Buyer has satisfied all of the Development Requirements, Seller
shall execute and acknowledge such recordable document as Buyer and the Title
Company reasonably require to reflect the extinguishment of Seller's right to
purchase the Property under Section 24.3. If any Development Requirement has
not been satisfied as required under this Agreement, upon Seller's delivery of
Seller's notice to Buyer of the exercise of its right to purchase, then Buyer shall
convey the Property to Seller for an amount no greater than the Purchase Price.
The Property must be delivered in its then "as is" condition by a statutory
warranty deed subject to all covenants, conditions, and restrictions then of record.

Conditions, Covenants, and Restrictions. In exchange for Seller agreeing to sell the
Property to Buyer, Buyer hereby covenants and agrees to develop the Property as set
forth in Section 24 above. This covenant shall run with the land and be binding on future
owners of the Property, all on the terms and conditions contained in the Agreement
Regarding Conditions, Covenants, and Restrictions (the "CC&Rs"), attached hereto as
Exhibit D. The CC&Rs will be in recordable form, executed and acknowledged by Seller
and Buyer, and recorded at Closing in the real property records of Yambhill County,
Oregon, immediately after the Deed is recorded.

Remedies.

26.1

26.2

Default by Seller. In the event the Closing Date and the consummation of the
transaction herein contemplated do not occur by reason of any default by Seller,
Buyer's only remedy shall be the return of the Earnest Money with Buyer thereby
waiving any other remedy, including specific performance, which Buyer shall
have against Seller. Seller shall not be liable to Buyer for any lost profits, special,
incidental, punitive, exemplary or consequential damages including but not
limited to frustration of economic or business expectations.

Default by Buyer. In the event the Closing Date and the consummation of the
transaction herein contemplated do not occur by reason of any default by Buyer,
Buyer and Seller agree that it would be impractical and extremely difficult to
estimate the damages that Seller may suffer. Therefore, Buyer and Seller agree
that a reasonable estimate of the total net detriment that Seller would suffer in the
event that Buyer defaults and fails to complete the purchase of the Property is and
shall be, and Seller's sole and exclusive remedy for Buyer's failure to complete the
purchase of the Property by reason of Buyer's default (whether at law or in
equity), an amount equal to the Earnest Money. The payment of this amount as
liquidated damages is not intended as a forfeiture or penalty, but is intended to
constitute liquidated damages to Seller. Upon default by Buyer, this Agreement
shall be terminated and neither party shall have any further rights or obligations
under it, each to the other, except for the right of Seller to collect such liquidated
damages from Buyer. Notwithstanding Seller's retention of the Earnest Money as
damages if Buyer fails to close, Buyer will also be responsible to Seller for any
damage that Buyer or Buyer's agents and contractors may cause to the Property
before Closing.
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27.

28.

29.

Assignment. This Agreement is binding on and will inure to the benefit of Seller, Buyer,
and their respective heirs, legal representatives, successors, and assigns. Buyer shall not
have the right to assign its rights and obligations under this Agreement without the
consent of Seller, which consent may be withheld at the sole discretion of Seller. Any
attempted assignment without the prior written consent of Seller shall be void and Buyer
shall be deemed in default hereunder. Any authorized assignee shall succeed to all the
rights and remedies under this Agreement, including but not limited to the specific
performance of this Agreement.

Tax-Free Exchange. Either Buyer or Seller may elect to structure the sale of the
Property as a like-kind exchange under Internal Revenue Code Section 1031 at the sole
cost and expense of the electing party. The other party shall reasonably cooperate
therein, provided that: (i) the Closing Date shall in no event be extended as a result of the
exchange, (ii) the other party shall incur no additional costs, expenses, or liabilities in
connection with the exchange, (iii) the other party shall not be required to take title to or
contract for the purchase or sale of any other property, (iv) the electing party shall remain
fully liable hereunder, and (v) the electing party shall indemnify, defend, protect, and
hold the other party harmless from and against any and all loss, cost, damage, or expense
(including attorneys' fees) incurred by the other party relating to or arising out of its
participation in such exchange. The other party agrees that the electing party may at the
electing party's sole option, assign this Agreement to a qualified exchange intermediary
for purposes of structuring a tax deferred exchange for the electing party's benefit. If the
electing party uses a qualified intermediary to effectuate the exchange, any assignment of
the rights or obligations of the electing party hereunder shall not relieve, release, or
absolve the electing party of its obligations under this Agreement. If Buyer or Seller
consists of more than one person, each person shall separately have the right to enter into
a like-kind exchange on the basis set forth in this Section.

Miscellaneous.

29.1 Partial Invalidity. If any term or provision of this Agreement or the application
to any person or circumstance shall, to any extent, be invalid or unenforceable, the
remainder of this Agreement, or the application of such term or provision to
persons or circumstances other than those to which it is held invalid or
unenforceable, shall not be affected thereby, and each such term and provision of
this Agreement shall be valid and be enforced to the fullest extent permitted by
law.

29.2 Waivers. No waiver of any breach of any covenant or provision contained herein
shall be deemed a waiver of any preceding or succeeding breach thereof, or of any
other covenant or provision herein contained. No extension of time for
performance of any obligation or act shall be deemed an extension of the time for
performance of any other obligation or act.

29.3 Exhibits. The exhibits referenced in this Agreement are a part of this Agreement
as if fully set forth in this Agreement.
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294

29.5

29.6

29.7

29.8

29.9

29.10

Survival of Representations. The covenants, agreements, representations, and
warranties made herein shall survive the Closing Date and shall not merge into
the Deed and the recordation of it in the official records or the delivery at Closing
of any assignment of leases, general assignment, or bill of sale.

Liability of Parties. In the event that Seller or Buyer consists of more than one
legal entity, the liability of each entity comprising Seller or Buyer shall be joint
and several.

Electronic Signatures. Facsimile or PDF transmission of any signed original
document, and retransmission of any transmission, will be the same as delivery of
an original, but the party transmitting a signature by facsimile or PDF then must
send the original signature by overnight delivery service. This Section shall not
apply to any document that must be recorded.

Representation. This Agreement was prepared by Miller Nash LLP, who
represented Seller. Buyer represents that Buyer had an opportunity to consult
with separate legal counsel prior to executing this Agreement. Buyer waives any
claim that any term or condition should be construed against the drafter. This
Agreement will be construed as if it had been prepared by both of the parties.

Attorneys' Fees. Buyer agrees to pay Seller's costs incurred in enforcing any of
the covenants, agreements, or provisions of this Agreement against Buyer,
including reasonable attorneys' fees. In the event, however, a party to this
Agreement brings any action or suit against another party to this Agreement by
reason of any breach of any of the covenants, agreements, or provisions on the
part of the other party arising out of this Agreement, then in that event the
prevailing party shall be entitled to have and recover from the other party all costs
and expenses of the action or suit, including actual attorneys' fees, at trial and on
appeal.

Entire Agreement. This Agreement (including any exhibits attached to it) is the
final expression of, and contains the entire agreement between the parties with
respect to the subject matter of the Agreement and supersedes all prior
negotiations, discussion, agreements, and understandings between the parties with
respect to it. This Agreement may not be modified, changed, supplemented, or
terminated, nor may any obligations under it be waived, except by written
instrument signed by the party to be charged or by its agent duly authorized in
writing or as otherwise expressly permitted herein. The parties do not intend to
confer any benefit on any person, firm, or corporation other than the parties
hereto.

Counterparts. This Agreement may be executed in counterparts, each of which
will be considered an original and all of which together will constitute one and the
same agreement.

-14 -
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30.

29.11 Time of Essence. Seller and Buyer hereby acknowledge and agree that time is
strictly of the essence with respect to each and every term, condition, obligation,
and provision.

29.12 Construction. Headings at the beginning of each Section are solely for the
convenience of the parties and are not a part of this Agreement. Whenever
required by the context of this Agreement, the singular shall include the plural,
and the masculine shall include the feminine, and vice versa. This Agreement
shall not be construed as if it had been prepared by one of the parties, but rather as
if both parties had prepared it. Unless otherwise indicated, all references to
Sections are to this Agreement. Unless otherwise specified, in computing any
period of time described in this Agreement, the day of the act or event after which
the designated period of time begins to run is not to be included and the last day
of the period so computed is to be included, unless the last day is a Saturday,
Sunday, or legal holiday, in which event the period shall run until the end of the
next day which is neither a Saturday, Sunday, nor legal holiday. As used in this
Agreement, "business day" means a day other than a Saturday, Sunday, or legal
holiday.

29.13 Governing Law, Dispute Resolution. The parties acknowledge that this
Agreement has been negotiated and entered into in the state of Oregon. The
parties expressly agree that this Agreement shall be governed by, interpreted
under, construed, applied, and enforced in accordance with the laws of the State
of Oregon. Any controversy or claim arising under or relating to the terms of this
Agreement or any of the exhibits attached to it, and any proceedings to enforce
this Agreement or rights under this Agreement and its exhibits shall be resolved
through litigation. All litigation will be held in the state of Oregon with venue in
Yamhill County Circuit Court or, if the litigation is required to be filed in a
federal court, the U.S. District Court for the District of Oregon.

STATUTORY LAND USE DISCLAIMER. THE PROPERTY DESCRIBED IN THIS
INSTRUMENT MAY NOT BE WITHIN A FIRE PROTECTION DISTRICT
PROTECTING STRUCTURES. THE PROPERTY IS SUBJECT TO LAND USE
LAWS AND REGULATIONS THAT, IN FARM OR FOREST ZONES, MAY NOT
AUTHORIZE CONSTRUCTION OR SITING OF A RESIDENCE AND THAT LIMIT
LAWSUITS AGAINST FARMING OR FOREST PRACTICES, AS DEFINED IN

ORS 30.930 (DEFINITIONS FOR ORS 30.930 TO 30.947), IN ALL ZONES. BEFORE
SIGNING OR ACCEPTING THIS INSTRUMENT, THE PERSON TRANSFERRING
FEE TITLE SHOULD INQUIRE ABOUT THE PERSON'S RIGHTS, IF ANY, UNDER
ORS 195.300 (DEFINITIONS FOR ORS 195.300 TO 195.336), 195.301
(LEGISLATIVE FINDINGS) AND 195.305 (COMPENSATION FOR RESTRICTION
OF USE OF REAL PROPERTY DUE TO LAND USE REGULATION) TO 195.336
(COMPENSATION AND CONSERVATION FUND) AND SECTIONS 5 TO 11,
CHAPTER 424, OREGON LAWS 2007, SECTIONS 2 TO 9 AND 17, CHAPTER 855,
OREGON LAWS 2009, AND SECTIONS 2 TO 7, CHAPTER 8, OREGON LAWS
2010. BEFORE SIGNING OR ACCEPTING THIS INSTRUMENT, THE PERSON
ACQUIRING FEE TITLE TO THE PROPERTY SHOULD CHECK WITH THE
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APPROPRIATE CITY OR COUNTY PLANNING DEPARTMENT TO VERIFY
THAT THE UNIT OF LAND BEING TRANSFERRED IS A LAWFULLY
ESTABLISHED LOT OR PARCEL, AS DEFINED IN ORS 92.010 (DEFINITIONS
FOR ORS 92.010 TO 92.192) OR 215.010 (DEFINITIONS), TO VERIFY THE
APPROVED USES OF THE LOT OR PARCEL, TO VERIFY THE EXISTENCE OF
FIRE PROTECTION FOR STRUCTURES AND TO INQUIRE ABOUT THE RIGHTS
OF NEIGHBORING PROPERTY OWNERS, IF ANY, UNDER ORS 195.300
(DEFINITIONS FOR ORS 195.300 TO 195.336), 195.301 (LEGISLATIVE FINDINGS)
AND 195.305 (COMPENSATION FOR RESTRICTION OF USE OF REAL
PROPERTY DUE TO LAND USE REGULATION) TO 195.336 (COMPENSATION
AND CONSERVATION FUND) AND SECTIONS 5 TO 11, CHAPTER 424,
OREGON LAWS 2007, SECTIONS 2 TO 9 AND 17, CHAPTER 855, OREGON
LAWS 2009, AND SECTIONS 2 TO 7, CHAPTER 8, OREGON LAWS 2010.
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IN WITNESS WHEREOF, the parties have executed this Agreement.

SELLER: BUYER:

City of Newberg, a municipal corporation Heated Candle, LL.C, an Oregon limited
liability company

By:

By: Breent Peterson
Name:

Name: Brent Peterson
Its:

Its: Manager
Date

Date: 11/ 03/ 2025

-17 -
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EXHIBIT A

LEGAL DESCRIPTION

I:Lll of Lots numbered 7 and 8, Block 16, CENTRAL ADDITION to
the City of Newberg, Yamhill County, State of OR,

Except that hpcrtion associated with rights of the public to
any roadway.

A-1
4917-5439-4152.6


https://digisign3.skyslope.com/api/envelopes/db9674b5-8ae4-4263-a47e-5924ccb0a52d/auditCertificate

DigiSign Verified -

db9674b5-8ae4-4263-a47e-5924cchb0a52d

EXHIBIT B

INVESTIGATIVE DOCUMENTS

General Ledger for Property-related transactions dated March 20, 2003 — August 15,
2023 and July 17, 2023 — March 31, 2004

Fax dated October 29, 2003 from Jessica Eckart to Bob Bielman re Waste Management
Waste Profile Sheet and Analytical Reports, 36 pages total

Letter from Oregon Department of Environmental Quality to Bob Bielman dated
November 3, 2005

Risk-Based Evaluation Report dated July 7, 2006

Letter from Oregon Department of Environmental Quality to David Beam dated October
25,2006

Full Scale Asbestos Abatement Contractor License, Issue Date December 23, 2022
Oregon Department of Environmental Quality Solid Wate Disposal Site Permit No. 306
Map showing Estimated Extent of Benzene Exceeding RBCs (HartCrowser 15322-
01/Task 7, Figure 7, 10/05), Site Photograph, Newberg Site Demolition and
Environmental Cleanup Budget dated December 15, 2005

Klienfelder, Inc. Sample Location Map of Former Butler Chevrolet Site and email from
Howard Hamilton to Bob Bielman, dated January 23, 2004, Subject: Reporting Forms
Log

Klienfelder, Inc. Proposed Sample Location Map Former Butler Chevrolet Site (copy to
Chris Hatfield May 4, 2004)

City of Newberg Community Development Department Butler Site Plan As-Built dated
07/04

City of Newberg Community Development Department Map of UST’s & Hoists dated
11/03 and 5/04

Kleinfelder, Inc. contract amount log showing invoice amounts and balances October 20,
2003 — April 21, 2004

Summary of soil analytical results — TPHs and VOCs for sample date 2/27/2004
Summary of soil analytical results — PAHs for sample date 2/27/04

Klienfelder, Inc. Summary of soil analytical results — sample dates 10/21/03 and 11/05/23
Klienfelder, Inc. Groundwater Elevation Contours & Sample Results — August 10, 2004,
Former Butler Chevrolet Site

Monitoring Well Data Summary and Groundwater Analytical Results — TPHs and VOC:s,
Monitoring Well Installation, And Third Quarter 2004 (Initial) Groundwater Monitoring
Report, Table 1 and Table 2

Columbia Inspection, Inc. Certificate of Analysis Submitted 11/05/03

Copy of Pre-Remediation File, attached hereto as Attachment 1

2001 City of Newberg and Howard Carl Butler and Virginia Butler Sale Deed (38 pages)
“Appendix A: The ‘Butler Property’” consisting of legal description; subject exhibits and
photographs (8 pages)
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Attachment 1

Pre-Remediation File
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EXHIBIT C
FORM OF DEED

Until a change is requested, all tax statements shall be sent to:

After recording return to:

STATUTORY WARRANTY DEED

The City of Newberg, Grantor, conveys and warrants to Heated Candle, LLC,
Grantee, the following described real property (the "Property") situated in the County of
Yambhill, State of Oregon, free of encumbrances except as specifically set forth herein:

[Insert property description. ]

[Insert any exceptions to the covenants and warranties described in
ORS 93.850(2)(c).]

Additionally, the Property is conveyed subject to all of the covenants, conditions,
and restrictions set forth below in this Deed ("Restrictive Covenants"). The Restrictive
Covenants shall remain in full force and effect and may be enforced by Grantor, its successors,
or its assigns whether by action at law or by suit in equity. Grantor shall not be liable to Grantee
or to any third parties for enforcement or failure to enforce the Restrictive Covenants.
Invalidation of any of the Restrictive Covenants shall in no way affect any of the other covenants
or provisions which shall remain in full force and effect. The Restrictive Covenants shall be held
to run with and bind the land conveyed hereby and all subsequent owners and occupants thereof.

1. RESTRICTIVE COVENANTS
1.1. Use of Property; Construction Obligation; Right to Repurchase

1.1.1. Grantee will construct a development on the Property that includes improvements
with the following components as part of the same building: (a) ground-level
commercial/retail units; and (2) long-term or short-term residential rental units
(the "Project"). Grantee will, in good faith, consider design options for the Project
that would accommodate a restaurant in the ground-level commercial/retail space.

1.1.2. Grantee will secure all necessary approvals, including permits, required by any
authority having jurisdiction to construct the Project meeting the requirements set
forth in Section 1.1.1 (the "First Project Milestone") within one year from the date

C-1
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of this Deed set forth below (the "First Trigger Date"). Grantee will commence
construction of the Project meeting the requirements set forth in Section 1.1.1
(the "Second Project Milestone") within two years from the date of this Deed set
forth below (the "Second Trigger Date"). Grantee will substantially complete
construction of the Project meeting the requirements of Section 1.1.1 (the "Third
Project Milestone") within four years from the date of this Deed set forth below
(the "Third Trigger Date"). Collectively, the requirements set forth under this
Section 1.1.2 are the "Development Requirements."

Grantor has an invocable right, at its option, to purchase the Property from
Grantee for an amount equal to the amount identified below in this Deed as the
true consideration for the conveyance under this Deed (the "Purchase Price"):

1.1.3.1.0n or after the First Trigger Date, but only if Grantee fails to achieve the
First Project Milestone on or before the First Trigger Date.

1.1.3.2.0n or after the Second Trigger Date, but only if Grantee fails to achieve
the Second Project Milestone on or before the Second Trigger Date.

1.1.3.3.0n or after the Third Trigger Date, but only if the Grantee fails to achieve
the Third Project Milestone on or before the Third Trigger Date.

At any time after the Grantee has satisfied all of the Development Requirements,
the Grantor shall execute and acknowledge such recordable document as Grantee
and the Title Company reasonably require to reflect the extinguishment of
Grantor's right to repurchase the Property under Section 1.1.3 above. If any
Development Requirement has not been satisfied as required under this

Section 1.1, upon Grantor's delivery of Grantor's notice to Grantee of the exercise
of its right to purchase, then Grantee shall convey the Property to Grantor for an
amount no greater than the Purchase Price. The Property must be delivered in its
then "as is" condition by a special warranty deed subject to all covenants,
conditions, and restrictions then of record.

2. NOTICES

Until Grantor designates another address for notice by notice given pursuant to this Section, any
notices required to be sent to Grantor under the terms of this Deed shall be sent to Grantor at the
following address:

City of Newberg

414 E First St

Newberg, OR 97132

Attn: City Manager

Email address: will.worthey(@newbergoregon.gov

4917-5439-4152.6
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Copy to:

Miller Nash LLP

1140 SW Washington St Ste 700

Portland, OR 97205

Attn: James Walker, Partner

Email address: james.walker@millernash.com

Until Grantee designates another address for notice by notice given pursuant to this Section, any
notices required to be sent to Grantee under the terms of this Deed shall be sent to Grantee at the
following address:

Heated Candle, LLC

3247 Lakeside Dr

Eugene, OR 97401

Attn: Brent Peterson

Email address: bhp4534@gmail.com

Copy to:

Brent and Polly Peterson

453 SW Viewmont Dr.

Dundee, OR 97115

Email address: bhp4534@gmail.com

3. SEVERABILITY

If any provision of this Deed is held to be invalid or unenforceable, the remainder of this Deed,
or the application of such provision to persons or circumstances other than those to which it is
held invalid or enforceable, shall not be affected thereby, and each provision of this Deed shall
be valid and enforceable to the fullest extent permitted by law. If any provision of this Deed is
found to be generally unenforceable but is partially enforceable, then the provision shall be
automatically amended so that it may be enforced to the fullest extent allowed by law.

BEFORE SIGNING OR ACCEPTING THIS INSTRUMENT, THE PERSON
TRANSFERRING FEE TITLE SHOULD INQUIRE ABOUT THE PERSON'S RIGHTS, IF
ANY, UNDER ORS 195.300 (DEFINITIONS FOR ORS 195.300 TO 195.336), 195.301
(LEGISLATIVE FINDINGS) AND 195.305 (COMPENSATION FOR RESTRICTION OF USE
OF REAL PROPERTY DUE TO LAND USE REGULATION) TO 195.336
(COMPENSATION AND CONSERVATION FUND) AND SECTIONS 5 TO 11, CHAPTER
424, OREGON LAWS 2007, SECTIONS 2 TO 9 AND 17, CHAPTER 855, OREGON LAWS
2009, AND SECTIONS 2 TO 7, CHAPTER 8, OREGON LAWS 2010. THIS INSTRUMENT
DOES NOT ALLOW USE OF THE PROPERTY DESCRIBED IN THIS INSTRUMENT IN
VIOLATION OF APPLICABLE LAND USE LAWS AND REGULATIONS. BEFORE
SIGNING OR ACCEPTING THIS INSTRUMENT, THE PERSON ACQUIRING FEE TITLE
TO THE PROPERTY SHOULD CHECK WITH THE APPROPRIATE CITY OR COUNTY
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PLANNING DEPARTMENT TO VERIFY THAT THE UNIT OF LAND BEING
TRANSFERRED IS A LAWFULLY ESTABLISHED LOT OR PARCEL, AS DEFINED IN
ORS 92.010 (DEFINITIONS FOR ORS 92.010 TO 92.192) OR 215.010 (DEFINITIONS), TO
VERIFY THE APPROVED USES OF THE LOT OR PARCEL, TO DETERMINE ANY
LIMITS ON LAWSUITS AGAINST FARMING OR FOREST PRACTICES, AS DEFINED IN
ORS 30.930 (DEFINITIONS FOR ORS 30.930 TO 30.947), AND TO INQUIRE ABOUT THE
RIGHTS OF NEIGHBORING PROPERTY OWNERS, IF ANY, UNDER ORS 195.300
(DEFINITIONS FOR ORS 195.300 TO 195.336), 195.301 (LEGISLATIVE FINDINGS) AND
195.305 (COMPENSATION FOR RESTRICTION OF USE OF REAL PROPERTY DUE TO
LAND USE REGULATION) TO 195.336 (COMPENSATION AND CONSERVATION
FUND) AND SECTIONS 5 TO 11, CHAPTER 424, OREGON LAWS 2007, SECTIONS 2 TO
9 AND 17, CHAPTER 855, OREGON LAWS 2009, AND SECTIONS 2 TO 7, CHAPTER 8,
OREGON LAWS 2010.

The true consideration for this conveyance is $341,250.

Dated this day of , 2025.
GRANTOR:

City of Newberg

By:

Name:

Title:
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STATE OF OREGON )

) ss.
County of )
This record was acknowledged before me on this day of , 2025, by
as , of .

Notary Public for the State of Oregon
My Commission Expires:
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EXHIBIT D
COVENANTS, CONDITIONS, AND RESTRICTIONS

After recording return to:

City of Newberg
414 E First St
Newberg, OR 97132
Attn: City Manager

AGREEMENT REGARDING
COVENANTS, CONDITIONS, AND RESTRICTIONS

This Agreement Regarding Covenants, Conditions, and Restrictions (this "Agreement") is
entered into by and between the City of Newberg, a municipal corporation ("Grantee"), and
Heated Candle, LLC ("Owner"), as of , 20 (the "Effective Date").

RECITALS

A. As of the date hereof, Grantee conveyed to Owner the residential real property located at
411 E. First St, Newberg, Oregon, and more fully described on the attached Exhibit 1
(the "Property").

B. The Property was made available for purchase by Owner on the condition that Owner
would construct a development on the Property that includes improvements with the following
components as part of the same building: (a) ground-level commercial/retail units; and (2) long-
term or short-term residential rental units.

C. The Property is in a central location within downtown Newberg and sits across from
Newberg City Hall.
D. Grantee has a significant interest in ensuring that the Property is developed in a manner

that reflects the public interest and the terms upon which the Grantee approved the sale of the
Property to Owner.

Now, therefore, for good and valuable consideration to Owner, the receipt and sufficiency of
which is hereby acknowledged, Owner and Grantee agree as follows:

AGREEMENT

1. Purpose. This Agreement is intended to protect against the use of the Property in a
manner that would violate the terms of the sale of the Property, without which Grantee would not
have conveyed the Property to Owner.
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2. Covenants and Restrictions. The following covenants and restrictions apply to the
Property:

2.1 Owner will construct a development on the Property that includes improvements
with the following components in the same building: (a) ground-level commercial/retail units;
and (2) long-term or short-term residential rental space (the "Project").

2.2 Owner will secure all necessary approvals, including permits, required by any
authority having jurisdiction to construct the Project meeting the requirements set forth in
Section 2.1 (the "First Project Milestone") within one year from the Effective Date (the "First
Trigger Date"). Owner will commence construction of the Project meeting the requirements set
forth in Section 2.1 (the "Second Project Milestone") within two years from the Effective Date
(the "Second Trigger Date"). Owner will substantially complete construction of the Project
meeting the requirements of Section 2.1 (the "Third Project Milestone") within four years from
the Effective Date (the "Third Trigger Date"). Collectively, the requirements set forth under this
Section 2.2 are the "Development Requirements."

3. Violation of Covenants and Restrictions; Option to Repurchase.

3.1 Grantee has an invocable right, at its option, to purchase the Property from Owner
for an amount equal to the same price paid by the Owner to the Grantee for the Property under
the Purchase and Sale Agreement between Owner and Grantee dated [insert date] (the "Purchase
Price"):

(a) On or after the First Trigger Date, but only if Owner fails to achieve the First
Project Milestone on or before the First Trigger Date.

(b) On or after the Second Trigger Date, but only if Owner fails to achieve the
Second Project Milestone on or before the Second Trigger Date.

(c) On or after the Third Trigger Date, but only if the Owner fails to achieve the
Third Project Milestone on or before the Third Trigger Date.

3.2 Ifany Development Requirement has not been satisfied as required under
Section 2, upon Grantee's delivery of Grantee's notice to Owner of the exercise of its right to
purchase, then Owner shall convey the Property to Grantee for an amount no greater than the
Purchase Price. The Property must be delivered in its then "as is" condition by a statutory
warranty deed subject to all covenants, conditions, and restrictions then of record.

4. Effect of Agreement. The provisions of this Agreement shall run with and bind the
Property, shall be binding on Owner and its successor and assigns, and shall inure to the benefit
of and be enforceable by Grantee and its heirs, executors, legal representatives, successors, and
assigns. There are no third-party beneficiaries to this Agreement, only Grantee and Owner, and
each of their successors and assigns, may enforce the terms of this Agreement. In the event of a
sale, transfer, or conveyance of the Property, each purchaser or other transferee of the Property,
will by acceptance of a deed or other conveyance for the Property, or any portion thereof, be
conclusively deemed to have consented to and agreed to all of the provisions of this Agreement
for themselves, their heirs, executors, administrators, and assigns, and such purchaser does by
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this acceptance covenant for themselves and their heirs, executors, administrators, and assigns, to
observe, perform, and be bound by this Agreement, notwithstanding that such deed fails to
reference this Agreement.

5. Notices. Any notice by Grantee or Owner to the other shall be in writing and effective at
the earlier of actual receipt of such notice or three days after such notice is deposited in the mail
as registered or certified mail, postage prepaid, addressed to the other party at the address
designated by each party. In the absence of such address designation any notice under this
Agreement may be given to Owner at the address to which property tax statements for the
Property are delivered by the taxing authority.

To Owner: Heated Candle, LLC
3247 Lakeside Dr.
Eugene, OR 97401
Attn: Brent Peterson
Email address: bhp4534@gmail.com

With a copy to: Brent and Polly Peterson
453 SW Viewmont Dr.
Dundee, OR 97115
Email address: bhp4534@gmail.com

To Grantee: City of Newberg
414 E First St
Newberg, OR 97132
Attn: City Manager
Email address: will. worthey@newbergoregon.gov

With a copy to: Miller Nash LLP
1140 SW Washington St Ste 700
Portland, OR 97205
Attn: James Walker, Partner
Email address: james.walker@millernash.com

6. Waiver. No provision of this Agreement shall be deemed to have been waived unless
such waiver is in writing and signed by the waiving party. Failure at any time to require
performance of any provision of this Agreement shall not limit a party's right to enforce the
provision. Any waiver of a breach of any provision of this Agreement shall not be a waiver of
any succeeding breach or a waiver of any other provision of this Agreement.

7. Attorneys' Fees. If any arbitration, suit, or action is instituted to interpret or enforce the
provisions of this Agreement, including any bankruptcy proceeding, to rescind this Agreement,
or otherwise with respect to the subject matter of this Agreement, the prevailing party shall be
entitled to recover, in addition to costs, reasonable attorneys' fees incurred in preparation or in
prosecution or defense of such arbitration, suit, or action as determined by the arbitrator or trial
court, and if any appeal is taken from such decision, reasonable attorneys' fees as determined on
appeal.
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8. Partial Invalidity. If any provision of this Agreement shall be invalid or unenforceable
in any respect for any reason, the validity and enforceability of any such provision in any other
respect and of the remaining provisions of this Agreement shall not be impaired in any way.

9. Governing Law. This Agreement shall be governed by and construed in accordance
with the laws of the State of Oregon.

10.  Entire Agreement. This Agreement contains the entire agreement and understanding of
the parties with respect to the subject matter of the operation, features, and condition of the
Property.

11. Modification and Amendment. No amendment, modification, or termination of this
Agreement shall be effective until the written instrument setting forth its terms has been executed
and acknowledged by Grantee (or its successor or assignee) and the then-current owner of the

Property.

12.  Dispute Resolution. Any controversy or claim arising under or relating to the terms of
this Agreement or any of the exhibits attached to it, and any proceedings to enforce this
Agreement or rights under this Agreement and its exhibits shall be resolved through litigation.
All litigation will be held in the state of Oregon with venue in Yambhill County Circuit Court or,
if the litigation is required to be filed in a federal court, the U.S. District Court for the District of
Oregon.

IN WITNESS WHEREOF, the undersigned have executed this Agreement Regarding
Covenants, Conditions, and Restrictions as of , 20

GRANTEE

By: [Name]
Its: [Title]

STATE OF OREGON )
) ss.
COUNTY OF YAMHILL )
The foregoing instrument was acknowledged before me on , by

, an individual.

Notary Public for Oregon
My commission expires:
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OWNER

By: [Name]
Its: [Title]

STATE OF OREGON )
) ss.
COUNTY OF YAMHILL )
The foregoing instrument was acknowledged before me on , by

, an individual.

Notary Public for Oregon
My commission expires:
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EXHIBIT 1

PROPERTY DESCRIPTION
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EXHBIT B
NOTICE OF PUBLIC HEARING
NEWBERG CITY CONCIL

In accordance with ORS 221.725, notice is hereby given that the Newberg City Council will hold
a public hearing at its regular meeting on December 1, 2025, at 6:00 p.m. in the Denise Bacon
Community Room of the Newberg Public Safety Building, located at 401 E. Third Street,
Newberg, Oregon. The subject of the hearing is the proposed sale of City-owned property
located at 411 E. First St., Newberg, Oregon (commonly known at the “Butler Property), and
more particularly described below:

All of Lots numbered 7 and 8, Block 16, CENTRAL ADDITION to the City of Newberg, Yamhill
County, State of OR,
Except that portion associated with rights of the public to any roadway.

The City of Newberg (the “City”) proposes to transfer (sell) the Butler Property to Heated
Candle, LLC, an Oregon limited liability company, for the construction of a development that
includes improvements with the following components as part of the same building: (a) ground-
level commercial retail units; and (2) long-term or short-term residential rental units. The
Newberg City Council finds it necessary and convenient to sell the Butler Property because, as
set forth in its previous Resolution No. 2024-4003, the Butler Property is no longer suitable or
needed for the duties and responsibilities of the City or for a public purpose, and it is surplus.

Additionally, the City wishes to promote development of the Butler Property and increase
commercial activity in its downtown core in keeping with the character of the downtown
commercial corridor.

In accordance with ORS 221.725, members of the public may appear and testify at the public
hearing. Written testimony will be submitted into the record by City staff at the public hearing
if it is received through our public comment registration form (https://bit.ly/nbgcomment) by
noon on Friday, November 28,













































City of Newberg Comprehensive Plan Map
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Appraisers: David E. Balfour, MAI / Sam A. Karpeles, MAI City of Newberg

3. Subject Property Description

Property Ownership
Subject Vested Owner: City of Newberg

Ownership Confirmation Source: Assessor Records

Preliminary Title Report No.:
Effective Date:

Marketing History
The following tabulation provides a summary of arms-length sale transactions of the subject
property preceding the valuation date (if any):

3-Year Sales: None

Easements and Encumbrances

The appraisers were not provided with a preliminary title report. A review of assessor records
did not identify any existing easements or encumbrances. Obtaining a current title report and
survey is strongly recommended to the client.

Present Use of the Subject
The subject is a vacant land tract.

Occupancy Profile
The subject is a vacant land tract and reportedly not leased. No lease or income information
was provided to the appraisers.

Courthouse/Assessor Data
The following exhibit provides a summary of the subject assessor data:

value Type Tax Year Tax Year
2023 2022

Aszessed Value AVE 5266.296 $258.540

Exempt Value EAR 5266.296 $258.540

Taxable Value TVR

Real Market Land MELTL 5296,069 5311611

Real Market Buildings MKITL

Real Market Total MKTTL 5296,069 5311611

M5 Market Land MELND 5296,069 5311611

M3 Limit SAV M3SAV

M35 Market Buildings MEKIMP
M350 MAV MAVMEK 5266.296 $258.540
Assessed Value Exception

Market Value Exception

S5A Land (MAVUse Portion) SAVL

Improvements Description
The following tabulation provides a summary of the subject improvements based upon
information available to the appraisers:
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Appraisers: David E. Balfour, MAI / Sam A. Karpeles, MAI City of Newberg
Source(s): Assessor Records
Structure(s):
Year Built
Improved Area
Site Improvements Concrete sidewalk, landscaping, and natural vegetation.

It should be noted that as a commercial land tract that can support intensive development, the
existing site improvements do not contribute value to the property.

Site Description
The following tabulation provides a summary of the subject site based upon information
available to the appraisers:

Site Area 0.24 Acres (10,300 SF)

Maximum Width 103 feet

Maximum Depth 100 feet

Topography Mostly level topography

Elevation +/- 180° ASL

Sensitive Lands None

FEMA Flood Zone Zone AE, “X” - Minimal Flood Risk
Average Daily Traffic 1%t Street (Highway 99W): 15,437 ADT

Key Site Characteristics include:

e The subject site represents a prime, vacant commercial land tract. It is located in
Downtown Newberg along 1% Street, which is the west leg of Highway 99W. The site
exhibits desirable downtown synergy and walkability with competitive access
connectivity along a prominent commercial corridor.

e The site is specifically located at the northwest corner of 1 Street and Howard Street
and occupies a quarter city block. Surrounding synergy includes various restaurants,
bars, retail shops, banks, a hotel, and more.

e The subject represents one of few available infill sites in the downtown Newberg
commercial core.

e The site has adequate dimensions, level topography, and available infrastructure which
are all conducive to supporting commercial development.

e The site zone does not have a maximum height or maximum density, however, the zone
states that buildings should respect the scale or surrounding buildings. Downtown
Newberg exhibits most buildings that are 2 to 3 stories in height. This is compatible
with the proposed development of the comparable sales and thus appears to be a likely
height allowance for the subject.
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Appraisers: David E. Balfour, MAI / Sam A. Karpeles, MAI City of Newberg

Soil Conditions

The civic corridor overlay subdistrict is designed to emphasize the civic heart of the
community and to capitalize on the significant amenity that Newberg’s historic
downtown buildings represent. Two buildings which characterize the historic style of
Newberg are City Hall, built in 1913, and the library, built in 1912. The important
architectural features of this style are illustrated in the figure below. Specific design
standards will ensure that new development is consistent with the regional and local
historical traditions that these buildings represent. While incorporating historic ornament
and detail into new buildings is encouraged, it is recognized that the current cost of such
detail may not be feasible. Instead, historical compatibility is better achieved by relating
to the vertical proportions of historic facades, the depth and quality of windows and doors,
and emulating the simple vertical massing of historical buildings. The CC subdistrict is
intended to emphasize the civic and historic character of that portion of downtown
Newberg generally bounded by Sherman Street on the north, Blaine Street on the west,
5th Street on the south, and Howard and School Streets on the east and as depicted on the
zoning map. The subdistrict overlay may be applied within any zoning district within these
boundaries. The subdistrict shall be designated by the suffix CC added to the symbol of
the parent district. Permitted uses include those permitted by the underlying zoning district
and other uses specifically allowed within the CC subdistrict that are compatible with
the uses in the underlying zoning.

Finally, the subject property is located within the Airport Overlay Imaginary Surfaces
district which places a height limit requirement on new development. Thus, subject
specific overlay area does not have a maximum height but is determined within a site plan
review.

As to maximum height, the Newberg Development code states that height for new
development should “respect the scale and patterns of nearby buildings by reflecting the
architectural styles, details, materials, and scale”.

A geotechnical report was not provided by the client. It has been assumed there are no adverse
soil conditions that would affect the marketability of the subject.

Environmental Issues
An Environmental Assessment was not provided by the client. It has been assumed there are
no adverse environmental issues that would affect the marketability of the subject.
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